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FINANCIAL REVIEW 


(in millions of dollars, except per share amounts) 
Years ended December 31" 1999 1998 1997 1996 1995 


Annual Results 


Sales 530.0 466.7 405.3 360.2 315.4 
Growth in % +13.6% +15.1% +12.5% +14.2% +4,.7% 
Operating income 37.9 Bonn 30.2 27.0 22.6 
Growth in % +12.4% +11.8% +11.6% +19.4% +6.9% 
Net earnings 19.4 18.5 15.9 13.2 124 
Growth in % +4.B% +16.4% +20.2% +8.8% +8.0% 
Return on average shareholders’ equity 18.7% 20.6% 20.7% 19.9% 21.4% 
Operating margin ratio 7.2% 7.2% 7.5% 7.5% 7.2% 
Profit margin ratio 3.7% 4.0% 3.9% 3.7% 3.8% 
Cash from operations 23.2 213 18.3 15.9 15.3 
Growth in % +9.0% +16.1% +15.3% +3.8% +14.2% 


Balance Sheet Highlights 


Working capital 89.0 76.0 63.1 49.5 47.6 
Shareholders’ equity 110.4 96.5 82.5 70.8 61.8 
Total assets 227.7 192.2 159.0 145.3 123.9 


Indebtedness percentage 12.2% 10.2% 7.4% 8.5% 10.7% 


Common Share Data" 
Book value 5.98 5.23 4.48 3.81 ree, 
Net earnings 1.05 1.00 0.86 0.71 0.64 


Cash from operations 1.26 1.15 0.99 0.85 0.81 
Dividends 0.20 0.17 0.14 0.12 0.10 


Number of issued shares at year end 18,474,424 18,439,644 18,414,558 18,594,168 18,948,768 
Weighted number of issued and outstanding common shares 18,476,400 18,454,024 18,454,282 18,730,342 18,928,968 


Note ‘”; Adjusted to give effect to the 2 to1 share split as at May 31", 1999. 
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NEW GROWTH ENGINES | PROFILE 


Uni-Select Inc., “the Company,” is Canada’s second largest distributor of auto- 
motive and heavy-duty replacement parts, equipment, tools and accessories. f 
Through Uni-Select USA, the Company ensures its expansion in the United States. y 


¢ The Automotive Group Canada operates fourteen distribution centers from coast to 
coast. The Group’s customers consist primarily of independent merchants who operate 
wholesale and retail replacement part stores under the Company's various banners. Most 
of its merchant members are also Uni-Select shareholders. The Automotive Group also 
supplies affiliated members and national chains of installers. 


¢ Operating a distribution center in Iowa and another in Tennessee, the Automotive 
Group United States offers its independent merchants an array of services similar to 
those provided by the Automotive Group Canada. This Group spearheads the Company's 
development in the United States. 


¢ The Heavy Duty Group, represented by the wholly-owned subsidiary Palmar Inc., spe- 
cializes in the distribution of replacement parts for trucks, trailers and buses. This Group 
operates thirty corporate stores (including eight satellite stores) in Quebec, Ontario and 
the Maritimes, which are serviced from a main distribution center located in Ville Saint- 
Laurent, a suburb of Montreal. 


Since the Company’s initial public offering in 1985, its base of automotive customers in 
North America has grown from 93 merchant members operating 140 points of sale to 819 
merchant members and 1,188 stores. 


MISSION 


Uni-Select’s mission is to build a solid North American distribution network for automotive 
and heavy-duty replacement parts, paint and body shop products, accessories and services 
tailored to most effectively respond to the ever-changing needs of its merchant members. 


The Company’s priority is to secure the growth and development of its independent 
merchant members. 


Uni-Select strives to provide its merchant members with a competitive edge in their market. 


NEW. GROWTH ENGINES | A CLOSE-UP OF 1999 


Uni-Select is, on a revenue basis, the second largest distributor of heavy-duty and automotive replacement parts in Canada 


and the only Canadian-controlled company in this field. 


With a presence from coast to coast, the Automotive Group 


consolidated its entry into the U.S. in 1999, a move begun the 


previous year. With sixteen distribution centers located 
strategically across North America that have access to over 
300,000 products, this Group has been the driving force 
behind the development of its network, which include 
1,188 replacement-part stores and 2,362 installers under 
banners. The Heavy Duty Group serves a network of 
30 stores across Quebec, Ontario and the Maritimes and 
operates from its distribution center in Montreal. 


A TRULY NORTH-AMERICAN NETWORK 


Number of Stores 


Associates : ‘ 
153 eaereret hee USA 
/ : uto-Mate 
IBM* Universal Warehouse 
86 
ProColor Distributors 
10 


Auto Plus 


WW Auto Part Plus 


382 


* Independent Buying Merchants 


TOTAL : 1,188 


CANADA USA 


Uni-Select’s sales increased 13.7% in 1999 to reach $530 
million. Net earnings rose to $19.4 million, compared with 
$18.4 million a year earlier. 


Solidly entrenched in Canada, Uni-Select is pursuing its 
expansion into the U.S., which will fuel much of the 
Company's growth in the next few years. 
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MESSAGE TO SHAREHOLDERS | UNI-SELECT NETWORK 


NEW GROWTH ENGINES 


The new millennium coincides with a turning point for Uni-Select with its implementation of a new strategic plan that will give the 
Company a truly North American scope. 


As a backdrop to this transition, Uni-Select once again reached new heights in sales, net earnings and earnings per share in 1999. 
However, while sales growth was comparable to previous years, earnings rose slightly less than in the past. A number of key decisions 
and new strategic orientations also contributed to making 1999 a pivotal year. 


IDENTIFYING NEW GROWTH AVENUES 


Uni-Select ensures an optimal distribution of motor vehicle replacement parts through a network of merchant members who are own- 
ers of their own business and often, Uni-Select shareholders. We proactively support our merchant members, day after day, because 
we know they are the real architects of Uni-Select’s growth. 


Our merchant members sell most of their products to independent service centers. Our automotive market consists primarily of auto- 
mobiles older than four years, whose manufacturer’s warranty has expired. The total car pool, its utilization rate and average useful 
life are thus the three determining factors of our primary market. In Canada, this market is growing at a slow but steady pace: between 
2% and 4% per year. While an invaluable development base for Uni-Select, this growth is clearly not sufficient for the Company to 
achieve its growth and profitability objectives. 


For several years, Uni-Select has done better than the industry in terms of both growth and performance, not only by adopting a highly 
disciplined acquisition strategy but also by carefully nurturing 
its organic growth, which alone exceeded the industry average. 


Having served us well, these strategies will continue to form 
the basis for our future growth both in Canada and the United 
States. Beyond that, our low indebtedness provides us with 
the required flexibility to seize opportunities as they arise. 


Although we will rely on the same basic principles, our 
strategies will be adapted to the respective characteristics of 
the two North American markets. 


Management Committee (from left to right): 
Luc Archambault, Robert Martin, Luc L’Espérance, 
Florent Jacques, Martin Labrecque, Jean Guénette, 
Pierre Chesnay, Richard G. Roy and Russell Sturgeon. 
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-an-Louis Dulac Jacques Landreville 
CHAIRMAN OF THE BOARD PRESIDENT AND CHIEF EXECUTIVE OFFICER 


Message to Shareholders 


NORTH AMERICAN EXPANSION: 
CONSOLIDATING OUR POSITION IN CANADA 


Uni-Select has gained approximately 25% of the Canadian market for the distribution of automotive replacement parts by taking 
advantage of and playing a key role in the consolidation of the Canadian market, a trend that began some fifteen years ago. Through 
mergers, acquisitions and partnerships, the Company has over the years given hundreds of independent jobbers access to the advan- 
tages and efficiencies of a structured national organization, while preserving their entrepreneurial character. 


The disciplined application of our external growth strategy has been the secret to its success. The companies considered for acquisi- 
tion must be complementary and compatible, sufficiently large to be professionally managed, driven by a wholesaler customer network, 
able to meet our high standards in terms of synergy-driven returns and already have the necessary resources to successfully integrate 
with Uni-Select, thereby creating shareholder value. 


Our external growth is also achieved through our existing members, whom we support in their acquisitions. 


We will pursue our growth strategy through mergers and acquisitions with the same discipline as in the past. The Canadian market is 
relatively consolidated and our size in several regions is such that our growth potential through acquisition is more limited. However, 
with respect to corporate growth, we will in the coming years focus on Ontario, the Prairies and the West Coast, markets in which we 
are under represented. We plan to add outlets either through acquisitions, affiliations or partnerships, by recruiting new merchant 
members or through new stores opened by our members. 


For the Heavy Duty Group, 1999 was a year of consolidation. The Group focused on a more defined market and completed the reorga- 
nization of its management information systems. A review of its strategic plan should be completed in early 2000. 


FILLING NICHES IN THE U.S. 


In the next few years a large part of our growth will come from 
the United States, where we are targeting 40% of our sales in 
2004, against 10.5% in 1999. 


The American market remains in large part fragmented, as was 
the Canadian market some fifteen years ago. However, its size - 
approximately US$ 60 billion — is such that we can rapidly grow 
while pursuing a niche strategy, seizing expansion opportunities 
on a regional basis. 


In this context, Uni-Select’s tried-and-true approach used in 
Canada can be extended to the United States with comparable suc- 
cess. As in Canada, independent U.S. merchants can benefit from 
partnering with our network, which offers a complete range of 
products and services that will allow them to distinguish them- 
selves in their respective markets. In the U.S., as in Canada, we 
will focus our efforts on independent jobbers, favour the “menu” 
approach for our service offer, continue with the dual source of 
supply for our merchants and offer national brands. We will strive 
for operational excellence, notably by concentrating warehouses 
in key markets. 
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Beyond that, we will apply to our U.S. acquisitions the same disci- 
pline and demanding criteria we use in Canada. 


Our expansion in the U.S. is unfolding according to plan. 
After acquiring a 50% interest in a U.S. Midwest company in 1998 
to form Uni-Select USA, we acquired in 1999 the assets of 
Universal Warehouse in Tennessee. By the end of the year, 366 
stores in the United States, accounted for about 30% of our North 
American network. 


SUSTAINING ORGANIC GROWTH 


While growing through mergers and acquisitions will play a major 
role in our development in the next five years, this does not mean 
that we will neglect our organic growth. We intend to harness the 
development potential for the benefit of Uni-Select and its mer- 
chant members by concurrently pursuing five growth areas: 


1. We will continue to increase the loyalty of our merchant mem- 
bers and their customers, the installers. Thanks to programs 
launched a few years ago, our loyalty rate continues to grow 
every year. Indeed, Uni-Select has developed for its merchant 
members loyalty programs aimed at their installer customers. 
The success of these programs is a testimony to their effective- 
ness: at the end of the fiscal year, 2,362 shops participated in 
one of these programs. 


2. In Canada, growth is being fueled primarily by the expansion of 
merchant members, whose entrepreneurial energy is unflagging, 
rather than by adding new merchants. Uni-Select supports them 
in their projects, which take the form of store expansions, acqui- 
sition of rivals or opening of new outlets, by providing develop- 
ment tools such as effective, dynamic sales programs and top- 
notch service. The Company also offers members training to 
enhance their management skills and financial assistance. 


3. Active management of our product lines is a key factor of organic 
growth. As such, in 1999 new products represented slightly over 
2.5% of our total automotive sales in Canada. 


4. Our three product growth areas, each of which has a specific 
program, account for 40% of our organic growth. They are: 
imported car parts, through the Pro Import program; garage 
tools and equipment for installers, through the ProEquip pro- 
gram; paint and body shop parts and materials, through the 
ProColor and ColorPlus programs. These three segments have 
been recording particularly robust growth. 


al 


. Uni-Select will also seek to penetrate market segments where its 
growth potential remains high and where its merchant network 
and its logistics expertise can be successfully combined, notably 
large institutional fleets and the retail market. 


QhLaL 


Jean-Louis Dulac 
CHAIRMAN OF THE BOARD 


EFFICIENT ORGANIZATION AND OPERATIONS 


In the distribution industry, success hinges not only on good plan- 
ning but also on effective implementation. Quality information, 
effective communications, unfailing logistics and timely execution 
- this is how our Company succeeds. 


We invest carefully in logistics and information management tech- 
nology. To this end, in 1999 we began an in-depth review of our 
logistics systems, and 2000 will see the rollout of a new supply 
management system in Canada. Beyond that, the implementation 
of an active warehouse management system is scheduled to begin 
in the next twelve months, which once completed, will substan- 
tially increase productivity and enhance shipment accuracy. 
Following the smooth conversion of its computer systems to Y2K 
compliance, Uni-Select plans to update its information systems 
master plan this year. In this era of e-commerce, we continuous- 
ly optimize our “direct-com” electronic data transmission system, 
through which we receive, without human intervention, some 
63% of our orders. We are also pursuing development projects 
involving Internet use, primarily in business-to-business applica- 
tions, with a view to benefit from the breakthrough of this com- 
munication medium. 


Since it determines the quality and effectiveness of our decision- 
making process, our organizational structure had to be modified 
to meet the Company’s challenges. Accordingly, we have imple- 
mented a new, more decentralized structure better suited to our 
development strategy for the future. 


ACKNOWLEDGMENTS 


Uni-Select owes its continued success to the quality and commit- 
ment of its merchant members and their personnel, as well as to 
the skills and dedication of our Company employees. We thank 
them all. For these thousands of architects of our collective suc- 
cess, we are intent on ensuring that Uni-Select’s growth is not only 
a sustained project to create economic value but a stimulating 
adventure for each and every one involved. 


On behalf of the members of the Board of Directors, we would 
like to thank our shareholders for their support and renew our 
commitment to generate superior returns on the capital they have 
entrusted to us. 


Ou 
Jacques Landreville 


PRESIDENT AND CHIEF EXECUTIVE OFFICER 
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POSTING A 7.9% INCREASE IN SALES, 


THE AUTOMOTIVE GROUP CANADA BETTERED 
ITS OBJECTIVE TO TOP THE CANADIAN 
MARKET AVERAGE GROWTH RATE BY 5%. 


Michel Maheux 
EXECUTIVE VICE PRESIDENT,. AUTOMOTIVE GROUP CANADA 


REVIEW OF OPERATIONS | AUTOMOTIVE GROUP CANADA 


The Automotive Group Canada continued to grow, fuelled by sustained organic growth combined with a discriminating acquisition strat- 
egy. Organic growth was primarily owed to the addition of new products and new customers, as well as to an efficient distribution net- 
work. In 1999, growth through acquisition was mainly attributable to the impact of corporate acquisitions made in the last quarter of 
1998 and acquisitions made by merchant members. 


A MATURING NETWORK 


In most of its market, especially in Eastern Canada, Uni-Select’s merchant member network adequately covers the territory and is there- 
fore approaching maturity. Rather than the result of new members and stores, growth is increasingly being generated through the actiy- 
ities of existing members and stores and their involvement in the market's consolidation. As such, the Automotive Group Canada is 
modifying its strategy to play a greater role in assisting merchant members with their expansion projects. 


For example, four Quebec merchant members benefited from the Company's expertise in negotiation, financing and post-acquisition 
integration. Indeed, the Company facilitated their entering into a two-stage transaction to acquire, among other things, the assets of 
Services de Batteries Electriques Ltée and Batteries Electriques Québec Ltée. In Ontario, Uni-Select’s expertise helped one of its mem- 
bers acquire five outlets. 


SOLID PROGRAMS 


Uni-Select also helps its members grow in the area of marketing. To this end, last year the Company created two positions: vice pres- 
ident, sales and marketing, responsible for organic sales growth and the development of Uni-Select’s national accounts in Canada, as 
well as vice president, product and market development, in charge of the Canadian marketing strategy for automotive products. The 
latter also oversees a newly established work group comprising the managers of targeted product groups (parts for imported auto- 
mobiles, paint and body shop products, and garage tools and equipment), who work exclusively to develop new proactive methods to 
set Uni-Select’s network apart from the competition and create added value for its members. Working in collaboration with the 
Company’s main manufacturers and parts suppliers, this work group ensures that all members have access to the best product lines at 
the best prices. 


In keeping with Uni-Select’s strategic plan, the Automotive Group Sales of parts for imported automobiles (ProImport program) 

Canada again actively promoted its three target product groups _ recorded a remarkable growth of 33%, mainly due to the innova- 

through support programs. tive character of this program, which targets a relatively untapped 
market segment. Meanwhile, sales of paint and bodywork prod- 
ucts (ProColor program) also posted impressive growth of 28%. 
Garage tools and equipment sales, sold under the ProEquip ban- 
ner, increased by more than 11%. Overall, these three product 
groups accounted for 40% of the growth posted by the Automotive 
Group Canada. 
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Review of operations | Automotive Group Canada 


Uni-Select’s programs offered to merchant members’ installer customers were once again highly successful, with registration up almost 
6%. By year-end, 2,362 installers had benefited from the Uni Pro, Specialist and Performance Plus programs for garage mechanics, 
as well as the ProColor Auto and ColorPlus programs for body shops. As a matter of fact, the number of participants in the ColorPlus 
program almost doubled. 


Uni-Select also improved the selection of loyalty programs aimed at professional installers affiliated with its network. To encourage loy- 
alty and ensure the Company is always their first call for parts, Uni-Select now offers, in addition to its popular Air Miles program, new 
exclusive promotional campaigns that offer discounts and gifts-with-purchase based on transaction volume. 


A DISTRIBUTION SYSTEM THAT MAXIMIZES EFFICIENCY 


In 1999 the Company also focused on improving the efficiency of its distribution system. To ensure that it remains on the cutting edge 
of technological developments in this constantly changing industry, Uni-Select undertook an ambitious program to upgrade its infor- 
mation management and logistics control systems. Accordingly, over the next twelve months, the Company will roll out a dynamic ware- 
house management system, which should substantially increase productivity and service quality. 


The Company also offered management courses, attended by 275 merchant members who are now better equipped to enhance both 
the quality of their service and the management of their businesses. 


The efficiency and scope of Uni-Select’s distribution network 
allows the Company to enter into agreements with companies and 
organizations that value a national presence. Over the past year, in 
addition to renewing existing national accounts, Uni-Select signed 
new regional and national agreements for the distribution of auto- 
motive replacement parts. 


In January Uni-Select signed a distribution agreement with Irving 
Oil Limited to supply its automotive maintenance network in the 
Atlantic region and in the province of Quebec. As such, Auto Parts 
Plus and Auto Parts merchant members will henceforth supply 
Irving centers with replacement parts, accessory products and 
chemical products for motor vehicles. This exclusive agreement 


provided Uni-Select with a bridgehead into the Maritimes, allow- 
ing the Company to significantly increase its market share. 


Uni-Select also signed a Canada-wide distribution agreement in 
December with OK Tire centers. 


Beyond that, Uni-Select, last year extended its business associa- 
tion with SMK Speedy Int’l Inc. (Speedy Muffler King), which it 
supplies directly from its warehouses. The Company also 
renewed distribution agreements with major corporate institu- 
tional fleets such as those of Hydro-Québec, Alcan and the 
Quebec Ministry of Transport. 
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OUTLOOK FOR 2000 


Analysts forecast that the North American market, for the distri- In this context, the Automotive Group Canada will seek organic 

bution of automotive replacement parts, equipment and tools will growth that exceeds the market average. To continue its penetra- 

remain relatively stable in 2000, growing only modestly at a rate tion of the North American market, the Group will once again 

of 2% to 2.5% while remaining fiercely competitive. focus on a strategy combining the integration of new outlets and 
increasing market share. The Group will remain on the lookout 
for opportunities to extend its network, either through mergers, 
acquisitions, affiliations, alliances or partnerships. 


In addition to seeking new members, the Group will in 2000 con- 
tinue its efforts to increase the loyalty of its existing merchant 
members through incentive programs. It will also seek to opti- 
mize the distribution and availability of its products through 
increased monitoring of product management systems, lost sales, 
and software used. By fully integrating its distribution chain with 
its members, the Group will maximize the advantages obtained 
from the Uni-Select network. 
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IONS | AUTOMOTIVE GROUP USA 


In September 1998 Uni-Select acquired a 50% interest in a wholesale distribution co-op of automotive 
replacement parts in the U.S. Midwest. Restructured into a for-profit corporation and renamed 
Uni-Select USA, this company is the cornerstone of the Automotive Group USA. 


Nineteen-ninety-nine was a busy year for Automotive Group USA. In addition to inte- 
grating Uni-Select USA into its methods and procedures, the Company acquired the 
assets of Universal Warehouse in October. From its distribution center in Memphis, 
Tennessee, Universal Warehouse serves over 150 stores across 22 states, primari- 
ly the following five: Arizona, Kentucky, Mississippi, Tennessee and Texas. In less 
than two years, Uni-Select has built a distribution network that serves over 360 
stores in the U.S. 


In keeping with its new for-profit objectives, in 1999 Uni-Select USA proceeded 

to modify its relationship with its customers, who were previously members of 
the co-op. Accordingly, it reviewed its business policies, including its conditions 
of sale and discount and return policies, ensuring that Uni-Select USA cus- 
tomers were not adversely affected. Indeed, these customers are in a position 
to benefit from the transformation insofar as their loyalty remains strong. 


In 1999 Uni-Select USA adapted “The Specialist” banner program for installers 
to its Midwest market and will launch the U.S. version in the second quarter of 
2000. 


While management expects substantial organic growth in 2000, Uni-Select USA 
remains on the lookout for acquisition opportunities. 


WE ARE LOOKING TO SUBSTANTIALLY INCREASE 


OUR SALES IN THE U.S. OUR GOAL IS TO REACH $500 MILLION BY 2004. 


Gary Kremer 


PRESIDENT, UNI-SELECT USA 


Sy : Pierre Vocelle 
; is EXECUTIVE VICE PRESIDENT, HEAVY DUTY GROUP 


REVIEW OF OPERATIONS | HEAVY DUTY GROUP 


Fiscal 1999 was a year of consolidation for the Heavy Duty Group, with the integration of the distribution activities of Manac, acquired 
at the end of 1997. The Group also streamlined its customer portfolio to focus its development on customers seeking value-added serv- 
ices. As a result, the Group’s earnings declined in 1999, 


In 1998 the Heavy Duty Group launched a satellite store pilot 
project, which involved setting up distribution and service centers 
next to outlets of Automotive Group merchant members. Given 
that less staff is required to serve the secondary market, this for- 
mula substantially reduces the profitability threshold. After an ini- 
tial successful experiment in 1998, seven satellite stores were 
opened in the last months to new market areas such as in Rimouski 
and La Malbaie in Quebec, and in St. John’s, Newfoundland. 


On the technological front, the Heavy Duty Group rolled out new 
information systems designed to improve asset and profit margin 
management. While some difficulties were experienced during the 
transition period, the system is now fully operational. 


During the year, the Group welcomed new managers making for 
a stronger management team with solid experience whose priority 
is to redefine the Group’s product line and reduce operating costs 
while maintaining a gross margin that will generate the expected 
returns. Once these steps are completed, the Group will once 
again be poised to resume its growth. 


30 


DISTRIBUTION STORES 
CENTER 2 


WITH THE HELP OF A NEW MANAGEMENT TEAM, 


THE HEAVY DUTY GROUP BEGAN ITS RETURN 10 THE 
PROFITABILITY LEVEL REQUIRED OF ALL UNI-SELECT BUSINESS UNITS. 


MANAGEMENT'S DISCUSSION AND ANALYSIS 
OF OPERATING RESULTS AND FINANCIAL POSITION 


While Uni-Select is made up of several groups and divisions for administrative purposes, its operations, which for the most part are 
centered on heavy duty and automotive replacement parts and accessories, are subject to similar operating cycles. 


OPERATING RESULTS 


Operating revenues 


For Uni-Select, 1999 was yet another boon year in terms of sales and earnings. Sales for the year ended December 31, 1999 totalled 
$530 million, an increase of 13.6% over the $466.7 million recorded the previous year. Disregarding acquisitions made during the 
year, this increase was in fact 3.6% generated by organic sales growth. 


The Automotive Group Canada and Uni-Select USA both grew at 
approximately the same rate. 


Sales for the Automotive Group Canada reached $412.1 million, 
or a 7.9% increase over 1998, compared with the approximately 
1% growth rate recorded on the Canadian market for automotive 
replacement parts. This increase in sales was fuelled mainly by 
organic growth across the country, and to a lesser extent by the 
continued benefits generated by acquisitions made at the end of 
1998 and in 1999 by the Company and its merchant members. 


Jumping by 16.5%, sales in the Atlantic region were particularly 
robust in 1999. In Quebec, the opening of new outlets was largely 
responsible for the 8.1% boost in sales. Sales in Ontario were up 
8.5%, reflecting the fact that Silverline Motor Products Limited, 
previously 50% owned, became a wholly owned subsidiary of 
Uni-Select in November 1998. In the Prairies sales grew 4.9% 
despite a stagnating market and stiff competition, while the 
corresponding figure in British Columbia was 5.0%. 


Uni-Select USA operations were proportionally consolidated, with 
half of its sales and results being recorded in the Company's 
results, reflecting Uni-Select’s 50% interest in the U.S. company. 


After its first complete fiscal year in operation, Uni-Select USA 
made a substantial contribution to sales of the Company in 1999. 
Furthermore, following the acquisition of Universal Warehouse in 
the third quarter, the contribution of the Automotive Group USA 
amounted to $55.8 million, compared with $16.9 million the 
previous year. 


The Heavy Duty Group streamlined its customer portfolio last year 
to concentrate on a segment of the market seeking value added 
services. Consequently, sales decreased 8.4% to $62.1 million. 
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Operating income 


Earnings before interest, taxes, depreciation and amortization 
(EBITDA) rose 12.4%, from $33.7 million in 1998 to $37.9 mil- 
lion in 1999. At 7.2%, the operating margin was the same for both 
years. 


Financial expenses and amortization 


Financial expenses, net of interest income grew from $0.7 million 
in 1998 to $1.5 million in 1999 reflecting an increase in bank 
loans and long-term debt contracted in 1999 to finance acquisi- 
tions and growth. The increase in financial expenses was largely 
attributable to the increase of long-term debt of Uni-Select USA. 


Depreciation of fixed assets grew from $0.4 million to $2.9 mil- 
lion, primarily due to the fact that the Company recorded its share 
of Uni-Select USA's fixed assets for an entire year. Amortization of 
goodwill rose to $0.6 million from $0.1 million a year earlier. 


Net earnings 


Uni-Select’s earnings before income tax and non-controlling 
interests amounted to $32.9 million, up 9.8% over the previous 
year. 


Our effective tax rate rose to 41.2% from 38.4% in 1998, when 
the Company benefited from a $0.9 million tax benefit relating to 
the deferred losses of an acquired business. 


Net earnings rose to a record level of $19.4 million, or $1.05 per 
share, up from $18.5 million or $1.00 per share the previous 
year. It should be noted that earnings per share in 1998 would 
have been $0.95, excluding the non-recurring tax benefit the 
Company enjoyed that year. The net profit margin was 3.7%, 
against 4.0% in 1998. Return on average shareholders’ equity 
stood at 18.7%, compared with 20.7% in 1998. 


SALES 


(in millions of dollars) 


CASH FLOW 


Operating activities 


Cash from operations before changes in non-cash working capi- 
tal items increased by 9.0% to reach $23.2 million or $1.26 per 
common share in 1999, against $21.3 million or $1.15 per com- 
mon share a year earlier. 


Changes in non-cash working capital items used cash resources 
of $10.9 million, compared with $15.7 million the previous year. 
Inventory levels once again grew substantially, particularly follow- 
ing the acquisition of Universal Warehouse. Excluding this acqui- 
sition, the inventory would have risen proportionately less than 
sales. Accounts receivable and payable grew less than in 1998. 
Indeed, had it not been for the acquisition of Universal 
Warehouse, these two items would also have declined. 


After changes to non-cash working capital items, operating activ- 
ities therefore generated a net cash flow of $12.3 million, com- 
pared with $5.6 million the previous year. 
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NET EARNINGS 


(in millions of dollars) 


CASH FLOW FROM OPERATIONS 


(in millions of dollars) 


Investment activities 


Cash used for investment activities amounted to $16.1 million, 
compared with $8.6 million in 1998. A significant portion of these 
funds or $12.4 million, were used to acquire business operations, 
notably Universal Warehouse. The Company also invested $3.0 
million in fixed assets, mostly in computer software and hard- 
ware. 


Financial activities 


Financing activities generated a net cash inflow of $5.6 million, 
compared with a net cash outflow of $0.9 million in 1998. Bank 
indebtedness rose by $7.0 million. 


The Company repurchased 33,500 shares for a consideration of 
$0.5 million in cash through its normal course issuer bid. As well, 
new shares were issued for slightly less than $0.3 million, mainly 
following the exercise of options held by Company officers. 


In keeping with its policy, Uni-Select once again increased its 
quarterly dividend rate, paying $3.6 million in dividends, com- 
pared with $3.0 million in 1998. The dividend declared by the 
Company has increased every year since 1994. 
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DIVIDENDS PER SHARE 


(in dollars) 
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SHAREHOLDERS’ EQUITY 


(in millions of dollars) 


FINANCIAL POSITION 
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BOOK VALUE PER SHARE 


(in dollars) 


The Company’s total assets stood at $227.7 million at year-end, compared with $192.2 million in 1998. 


At $85.7 million, accounts receivable were up 17.2% over the 1998 total of $73.1 million. This increase is attributable to the customer 
accounts of acquired operations. Had it not been for the acquisitions, accounts receivable would have decreased in 1999 despite an 


increase in sales. 


Inventory rose 18.8% to $102.9 million at year-end, against $86.6 million in 1998. In this case as well, the increase was attributable 
to the recording of inventory of companies acquired during the year, especially Universal Warehouse. Setting aside these acquisitions, 


inventory would have increased less than sales. 


Investments consisted mostly of advances to merchant members to finance acquisitions, new businesses or expansion projects. At 
December 31, 1999, investments totalled $3.9 million (net of the current portion) against $2.9 million as at December 31, 1998. 


The book value of Uni-Select’s fixed assets stood at $20.1 million at year-end, compared with $18.7 million in 1998. Goodwill increased 
from $9.0 million to $11.2 million as a result of acquisitions made during the year. 


Accounts receivable totalled at $73.0 million at year-end. 


Long-term debt (including the short-term portion and members’ 
deposits in guarantee funds) rose to $13.5 million from $9.8 mil- 
lion as at December 31, 1998. Including short-term bank debts, 
monetary liabilities totalled $41.6 million as at year-end, compared 
with $31.0 million a year earlier. 


Up 14.4%, shareholders’ equity topped the $100 million mark to 
reach $110.4 million at year-end. In June, the Company proceed- 
ed to a two-for-one split of its outstanding shares. 
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Working capital rose $13.0 million, or 17.2%, to $89.0 million at 
year-end while working capital ratio remained stable at 1.9:1. 


Long-term indebtedness (including the short-term portion) 
increased from 10.2% of shareholders equity in 1998 to 12.2%, 
primarily due to an increase in the debt of Uni-Select USA. 


Return on average shareholders’ equity was 18.7%, against 20.6% 
a year earlier. 


OUTLOOK, REQUIREMENTS AND SOURCES OF FUNDS IN 2000 


Uni-Select management expects that in general, the Company's organic growth will continue to outpace that of its markets and will be 
particularly strong in the U.S. given that the acquisition made in the fourth quarter will now contribute to the Company’s sales and earn- 
ings for the entire year. 


The Company will need $0.8 million to repay debts that will become due during the year. The Company will also allocate some $6 mil- 
lion to capital investments, primarily in information technology and logistics systems, office automation and equipment. 


Cash from operations will be sufficient to cover these funding requirements. Uni-Select expects to be profitable in 2000. Amortization 
is projected at around $3.6 million. 


Furthermore, Uni-Select has unused credit facilities that will allow it to take advantage of investment opportunities as they arise. 


RISKS AND UNCERTAINTIES 


The market for distribution of heavy duty and automotive replace- 
ment parts, equipment, tools and accessories is subject to certain 
risk factors that may be classified into three groups: the econom- 
ic context; the size, structure and utilization of the car population; 
and technology. 


The economic outlook has little effect on Uni-Select’s automotive 
groups activities, which are by far the most important. Indeed, while 
the replacement parts market may be dependent on the sale of new 
cars, it is not nearly as cyclical since unlike buying a new vehicle, car 
repairs are far less discretionary. The Heavy Duty Group, however, 
could be somewhat more sensitive to economic fluctuations. 


The second factor relates to the size, structure and utilization of 
the North American car population, whose growth has been mod- 
est. Still, the useful life of a car and intensity of utilization are 
trending upwards, leading to an increase in demand for automo- 
tive replacement parts. Automobile utilization tends to rise during 
strong economic times, especially in the case of commercial vehi- 
cles. Conversely, this growth slows when the economy is in a 
downturn when, on the other hand, the frequency of repairs 
increases due to aging of the vehicles. Be that as it may, the 
increase in commercial vehicles in the light vehicle population is 
a factor that generates maintenance, regardless of economic con- 
ditions because commercial vehicles are subject to more wear 
and tear than private passenger vehicles. 


The third risk factor is related to technology. While manufacturers 
constantly increase sophisticated technical components, the number 
of replacement parts has proliferated. The growing importance of 
technical content in vehicles will impose upon distributors to invest 
in the continued training of their personnel and _ installers. 
Distributors will also have to carry a larger number of units on stock 
to maintain adequate service levels. 


The Internet’s accessibility poses both a risk and an opportunity 
for the Company. While information on the price and availability 
of replacement parts is more readily available, the success of vir- 
tual suppliers will hinge on their ability to deliver on time. Indeed, 
experience shows that consumers will not accept delays where 
car repairs are concerned. The Company is therefore re-evaluat- 
ing its means of communication, including electronic links with 
its customers with a view to leveraging its strategically located net- 
work of warehouses in North America. 


Finally, management believes that inflation has little impact on the 
Company's performance and financial position. 


{17} 


MANAGEMENT'S REPORT 
Relatively to the consolidated financial statements 


The consolidated financial statements and other financial information included in this annual report are the responsibility of the 
Company's management. These consolidated financial statements have been prepared by management in accordance with generally 
accepted accounting principles and approved by the Board of Directors. 


Uni-Select Inc. maintains internal control systems which, according to the management, reasonably ensure the accuracy of the finan- 
cial information and maintain proper standards of conduct in the company’s activities. 


The Board of Directors fulfills its responsibility regarding the consolidated financial statements included in the annual report, primar- 
ily through its audit committee. This committee which meets periodically with the Company’s directors and external auditors, has 
reviewed the consolidated financial statements of Uni-Select Inc. and has recommended that they be approved by the Board of 
Directors. 


The consolidated financial statements have been audited by the Company’s external auditors, Raymond Chabot Grant Thornton, general 


partnership, chartered accountants. Was 
Jacques Landreville 


Richard G. Roy, c.a. 
PRESIDENT AND CHIEF EXECUTIVE OFFICER VICE PRESIDENT, ADMINISTRATION 
AND CHIEF FINANCIAL OFFICER 


Bourcherville 
February 25, 2000 


AUDITORS’ REPORT 
To the Shareholders of Uni-Select Inc. 


We have audited the consolidated balance sheets of Uni-Select 
Inc. as at December 31, 1999 and 1998 and the consolidated 
statements of earnings, retained earnings and cash flows for the 
years then ended. These financial statements are the responsibil- 
ity of the Company's management. Our responsibility is to express 
an opinion on these financial statements based on our audits. 
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We conducted our audits in accordance with generally accepted 
auditing standards. Those standards require that we plan and per- 
form an audit to obtain reasonable assurance whether the finan- 
cial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall 
financial statement presentation. 


In our opinion, these consolidated financial statements present 
fairly, in all material respects, the financial position of the 
Company as at December 31, 1999 and 1998 and the results of its 
operations and its cash flows for the years then ended in accor- 
dance with generally accepted accounting principles. 


Montreal 
February 25, 2000 


Raymond Chabot Grant Thornton 
CHARTERED ACCOUNTANTS 


Consolidated Earnings 
Years ended December 31, 1999 and 1998 


(in thousands of dollars, except earnings per share) 1999 1998 
$ $ 
Sales 530,007 466,728 
Cost of goods sold and operating expenses, 
excluding the following items 492,108 433,022 
Interest on current loans 1,243 687 
Interest on long-term debt 220 111 
Interest on merchant members’ deposits in guarantee fund 321 234 
Interest income from merchant members (309) (358) 
Depreciation of fixed assets 2,859 2,532 
Amortization of goodwill 648 522 
4,982 3,728 
497,090 436,750 
Earnings before income taxes and non-controlling interest _ 32,917 230) 0o 
Income taxes 
Current 13,227 11,758 
Deferred 324 (253) 
13,551 11,505 
Earnings before non-controlling interest 19,366 18,473 
Non-controlling interest 2 — 
Net earnings 19,364 18,473 
Net earnings per share (Note 5) 1.05 1.00 
Weighted number of outstanding shares 18,476,400 18,454,024 
The accompanying notes are an integral part of the consolidated financial statements. 
Consolidated Retained Earnings 
Years ended December 31, 1999 and 1998 
(in thousands of dollars) 1999 1998 
$ $ 
Balance, beginning of year 83,160 69,629 
Net earnings 19,364 18,473 
102,524 88,102 
Share redemption premium (Note 14) 451 1,805 
Stock options settled for cash, net of income taxes (Note 14) 981 ae 
Dividends 3,697 3,137 
5,129 4,942 


Balance, end of year 97,395 83,160 


The accompanying notes are an integral part of the consolidated financial statements. 


Consolidated Cash Flows 
Years ended December 31, 1999 and 1998 


(in thousands of dollars) 
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1999 1998 
$ $ 

OPERATING ACTIVITIES 
Net earnings 19,364 18,473 
Non-cash items 

Depreciation and amortization 3,499 3,054 

Deferred income taxes 324 (253) 

Non-controlling interest 2 — 

23,189 21,274 

Changes in working capital items (Note 4) (10,862 ) (15,660 ) 
Cash flows from operating activities 12,327 5,614 
INVESTING ACTIVITIES 
Business acquisitions (Note 6) (12,383) (7,683) 
Volume discounts, shares of companies and advances (131) (215) 
Advances to merchant members (775) 2,028 
Advance to a joint-venture partner 124 (124) 
Fixed assets (2,999) (2,648 ) 
Cash flows from investing activities (16,164) (8,642) 
FINANCING ACTIVITIES 
Bank indebtedness 6,964 5,693 
Due to a joint venture 560 (492) 
Balance of purchase price (311) (927) 
Long-term debt 3,313 — 
Repayment of long-term debt (280) (1,135) 
Merchant members’ deposits in guarantee fund 700 329 
Issuance of shares 255 505 
Share redemption (475) (1,920) 
Stock options settled for cash (1,550) = 
Dividends paid (3,557) (2,998 ) 
Cash flows from financing activities 5,619 (945) 
Net increase (decrease) in cash 1,782 (3,973) 
Cash, beginning of year 629 4,602 
Cash, end of year 2,411 629 


The accompanying notes are an integral part of the consolidated financial statements. 


Consolidated Balance Sheets 


Years ended December 31, 1999 and 1998 
(in thousands of dollars) 


ASSETS 


Current assets 
Cash 
Accounts receivable (Note 7) 
Inventory 
Prepaid expenses 


Investments, at cost (Note 8) 
Fixed assets (Note 9) 


Goodwill 


1999 1998 
$ “ 

2,411 629 
85,656 73,073 
102,892 86,613 
1,522 1,397 
192,481 161,712 
3,879 2,863 
20,118 18,663 
11,237 8,995 
227,715 192,233 


ES SR I I SE EE INIT ILL IIS 


LIABILITIES 


Current liabilities 


Bank indebtedness (Note 10) 28,150 21,186 
Accounts payable (Note 11) 72,983 63,054 
Income taxes payable 602 32 
Dividends payable 924 784 
Installments on long-term debt and merchant members’ deposits 
in guarantee fund (Notes 12 and 13) 813 682 
103,472 85,738 
Deferred government grant 293 323 
Long-term debt (Note 12) 5,709 2,/11 
Merchant members’ deposits in guarantee fund (Note 13) 6,929 6,421 
Deferred income taxes 813 523 
Non-controlling interest 75 — 
117,291 95,716 
SHAREHOLDERS’ EQUITY 
Capital stock (Note 14) 13,489 13,258 
Cumulative translation adjustments (460) 99 
Retained earnings 97,395 83,160 
110,424 96,517 
227,715 192,233 
The accompanying notes are an integral part of the consolidated financial statements. 
On behalf of the Board, 


Jean-Louis Dulac 
DIRECTOR 


André Poirier, f.c.a. 
DIRECTOR 
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Notes to Consolidated Financial Statements. 


Years ended December 31, 1999 and 1998 
(in thousands of dollars, except amounts per share) 


1) Governing Statutes and Nature of Operations 
The Company, incorporated under Part IA of the Companies Act (Québec), is a wholesale distributor and 
trader of automotive replacement parts. 


2) Accounting Policies 


Principles of consolidation 


The consolidated financial statements include the accounts of the Company and its subsidiaries, as well 
as the pro rata share of the assets, liabilities, revenues and expenses of the joint ventures in which the 
Company holds an interest. This share is accounted for according to the proportionate consolidation method. 


Foreign currency translation 


Assets and liabilities of the U.S. joint venture and subsidiary classified as self-sustaining from a financial 
and operational standpoint are translated into Canadian dollars at the exchange rate in effect at the balance 
sheet date. Revenue and expenses are translated at the average rate in effect during the year. Gains and losses 
are shown under Cumulative translation adjustments in shareholders’ equity. 


Inventory valuation 

Inventory is valued at the lower of cost and net realizable value. Cost is determined by the first in, first 
out method. 
Depreciation and amortization 


Fixed assets are depreciated over their estimated useful lives according to the following methods and 
annual rates: 


Methods Rates 
Paving Diminishing balance 8% 
Buildings Straight-line and 

diminishing balance 2,5% and 5% 
Furniture and equipment Diminishing balance 20% 
Software and automotive equipment Diminishing balance 30% 
Computer equipment Straight-line 20% 
Leasehold improvements Straight-line 5% a 50% 
Distribution right Straight-line 20% 


Goodwill is amortized on a straight-line basis over 20 years, until 2020. The Company values goodwill 
annually to determine whether there is a risk of a permanent decline in value. This review is performed by 
examining the profitability of the businesses acquired and the future cash flows expected. 


Information on the number of share 


On calculating the weighted average number of shares outstanding, the actual number of shares was 
adjusted to give retroactive effect to the share split referred to in Note 14. The information disclosed in the 
financial statements regarding the number of shares and earnings per share reflects this share split. 


2) Accounting Policies (Continued) 


Common stock option plan 


The Company has a stock option plan as described in Note 14. No expenses are recognized for this plan 
when stock options are issued to officers and managers of the Company. Any consideration received when 
holders exercise the options is credited to capital stock. If the Company repurchases the stock options, the 
excess of the consideration paid over the carrying amount of the cancelled stock option is charged to retained 
earnings, net of related income taxes. 


3) Interests in Joint Ventures and Geographic Information 


The Company’s share in the assets, liabilities and income relating to its interests in joint ventures is as 
follows: 


1999 1998 
$ $ 

Current assets 27,732 23,095 
Long-term assets 5,364 5854 
Current liabilities 14,300 12,503 
Long-term liabilities 7,273 4419 
Sales 75,912 49,957 
Net earnings 670 455 


Sales of $55,808 ($16,942 in 1998) and fixed assets totalling $5,891 ($4,912 in 1998) relate to the U.S. 
joint venture and subsidiary (joint venture in 1998). 


4) information Included in the Statement of Cash Flows 


The changes in working capital items are detailed as follows : 


1999 1998 
$ $ 

Accounts receivable (13,062) (14,606 ) 
Inventory (16,217) (13,985) 
Prepaid expenses (125) (179) 
Tax benefit — (1,007 ) 
Accounts payable and accrued liabilities 9,925 6,200 
Income taxes payable 570 (137) 
(18,909 ) (23,714) 

Working capital of the businesses acquired (Note 6) 8,047 8,054 
(10,862 ) (15,660) 
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Notes to Consolidated Financial Statements. 


Years ended December 31, 1999 and 1998 


(in thousands of dollars, except amounts per share) 


{24} 


4) Information Included in the Statement of Cash Flows (Continued) 


Cash flows relating to interest and income taxes on operating activities are detailed as follows: 


1999 1998 

$ $ 
Interest paid 1,784 1,032 
Income taxes paid 14,116 12,902 


5) Net Earnings per Share 


Net earnings per share are calculated using the weighted average number of common shares outstand- 
ing during the year. If the common stock options had been exercised on January 1, the fully diluted net earn- 
ings per share would have amounted to $1.01 in 1999 and $0.96 in 1998. 


6) Business Acquisitions 


In 1999 and 1998, the Company acquired 100% of the common shares of companies, 50% of the shares 
of a company that was a joint venture, 5.8% of the shares of a joint venture, 50% of the shares of a U.S. com- 
pany and the businesses of U.S. and Canadian automotive replacement part trader and distributor. The assets 
and liabilities of the companies acquired were consolidated according to the purchase method or the pro- 
portionate consolidation method. The results of operations are consolidated on the statement of earnings 
from the date of acquisition. The terms and conditions of the acquisitions are as follows: 


¢ In 1999, the total assets and liabilities acquired totalled $17,022 and $7,619 respectively. In con- 
sideration therefor, the Company paid $11,697 in addition to assuming cash resources amount- 
ing to $686. In addition, the goodwill acquired amounts to $2,980. 


The contract includes an adjustment clause, which stipulates that the Company must be required 
to pay out an additional $722 if certain financial criteria are met as at December 31, 2000; 


¢ In 1998, the total assets and liabilities acquired amounted to $25,438 and $19,034 respectively. 
In consideration therefor, the Company paid $9,841 less the cash resources acquired amounting 
to $2,158. As at December 31, 1998, the balance of purchase price amounted to $581. In addi- 
tion, the goodwill acquired amounts to $1,860. 


7) Accounts Receivable 


1999 1998 
$ $ 

Trade accounts 
Merchant members 80,004 66,622 
Joint ventures 3,376 2,802 
83,380 69,424 
Advance to a joint venture, prime rate = 245 
Other accounts receivable 2,276 3,404 
85,656 73,073 


8) Investments 


1999 1998 
$ $ 
Volume discounts receivable, maturing until 2002 1,440 ie 
Shares of companies and advances to companies, 
without interest or repayment terms 75 265 
Advances to merchant members, interest rates varying between 
prime rate and 10%, payable in monthly installments, 
maturing on various dates until 2004 4,636 3,861 
Advance to a joint-venture partner, 10% — 124 
6,151 5,369 
Current portion included with other accounts receivable 2,212 2,506 
3,879 2,863 
9) Fixed Assets 
1999 
Accumulated 
Cost depreciation Net 
§ $ $ 
Land and paving 959 158 801 
Buildings 12,830 4253 8,577 
Furniture and equipment 15,045 11,322 3,723 
Computer equipment and software 10,025 4917 5,108 
Automotive equipment 2,342 1,631 711 
Leasehold improvements 3,023 2,086 937 
Distribution right 435 174 261 
44,659 24,541 20,118 
1998 
Accumulated 
Cost depreciation Net 
$ $ $ 
Land and paving 946 142 804 
Buildings 12,179 3,905 8,274 
Furniture and equipment 15,061 10,230 4,831 
Computer equipment and software 6,997 4,360 2,637 
Automotive equipment 2,318 1,633 685 
Leasehold improvements 2,843 1,759 1,084 
Distribution right 435 87 348 
40,779 22,116 18,663 


10) Bank indebtedness 

Bank indebtedness bears interest at rates varying between prime rate and prime rate plus 2.5% for the U.S. companies and 
is renewable annually on different dates. It includes banker's acceptances totalling $2,000 ($6,000 in 1998), maturing in 
February 2000 and bearing interest at 6.16% (5.87% and 6.12% in 1998). 
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Years ended December 31, 1999 and 1998 


(in thousands of dollars, except amounts per share) 
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11) Accounts Payable 


1999 1998 

$ $ 
Accounts payable and accrued liabilities 72,398 62,473 
Due to a joint venture, prime rate 315 a= 
Balance of purchase price 270 581 
72,983 63,054 

12) Long-term Debt 

Current portion 1999 1998 

$ $ $ 


Mortgage loan, secured by a building owned 
by a joint venture, 8.12%, payable in monthly 
installments in U.S. dollars, maturing in October 2001 229 1,746 1,961 


Bank loan, secured by the accounts receivable, 

inventory and equipment of a joint venture, 8.12%, 

payable in monthly installments in U.S. dollars, 

maturing in December 2001 197 650 843 


Bank loan, secured by the accounts receivable, 
inventory and equipment of a joint venture, 7.83% 


(7.12% in 1998), payable in July 2001 in U.S. dollars — 3,498 198 
Note payable, without interest, payable in annual 
installments in U.S. dollars, maturing in August 2001 47 70 132 


Obligations under capital leases, interest rates varying 
from 3.9% to 13.14% , payable in monthly installments, 


maturing on various dates until 2003 83 301 114 
6,265 3,248 
Installments due within one year 556 556 537 
5,709 2,711 


The installments on long-term debt for the next years are as follows: 


Obligations 

under capital Other 

leases loans 

$ $ 

2000 88 473 

2001 125 5,491 
2002 83 
2003 22 
Total minimum lease payments 318 
Financing expenses included in minimum lease payments V7 
301 


13) Merchant Members’ Deposits in Guarantee Fund 


1999 1998 

$ $ 
Merchant members’ deposits in guarantee fund 7,186 6,566 
Installments due within one year 257 145 
6,929 6,421 


Merchant members are required to contribute to a fund to guarantee a portion of their amounts due to 
the Company. Each merchant member is required to maintain a deposit based on its prior year’s purchases. 
Deposits bear minimum interest which cannot be less than the prime rate less 2%. 


14) Capital Stock 
Authorized 


Unlimited number of shares 
Preferred shares, issuable in series 


Common shares 


1999 1998 
$ $ 

Issued and fully paid 

Balance, beginning of year: 18,439,644 common shares 

(18,414,558 in 1998)” 13,258 12,868 

Issue of 68,280 common shares for cash (185,086 in 1998) 255 505 
Redemption of common shares” (24) (115) 
Balance, end of year: 18,474,424 common shares (18,439,644 in 1998) 13,489 13,258 


(a) After giving effect to the 2 to 1 share split as at May 31, 1999. 


(b) The Company has redeemed 33,500 common shares (160,000 in 1998) for a cash consideration of $475 ($1,920 in 
1998), including a share redemption premium of $451 ($1,805 in 1998) presented against retained earnings. 


Common stock option plan for management employees and officers 


The shares under option may be subscribed to for a period of 10 years from the date of granting, on the 
basis of not more than 20% per consecutive twelve-month period and at the common stock closing price on 
the Toronto Stock Exchange on the day preceding the day the option is granted. A beneficiary who subscribed 
for less than the maximum permitted in a given year may subscribe for the difference, in addition to 20%, in 
the following year or between the sixth and tenth years following the date of granting of the option. The option 
plan provides for the purchase of a maximum of 1,859,400 common shares of the capital stock of the 
Company. Under this plan, 351,826 common shares (286,626 in 1998) have already been issued. 


The plan was modified in 1999 to allow employees to select to receive a cash amount in respect of their 
right to exercise an option equal to their intrinsec value, which is equivalent to the difference between the 
exercise price of the options and the current market value of the shares. During the year, the Company 
redeemed 132,220 options for a cash consideration of $1,550. This amount, which is net of income taxes, 


has been presented against retained earnings. 


As at December 31, 1999, 1,375,354 common shares (1,572,774 in 1998) are reserved for this plan. 
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Notes to Consolidated Financial Statements. 


Years ended December 31, 1999 and 1998 


(in thousands of dollars, except amounts per share) 


14) Capital Stock (Continued) 


A summary of the status of the Company's stock option plan as of December 31, 1999 and 1998, and 
changes during the years ending on those dates is presented below: 


1999 1998 

Weighted Weighted 

average average 

Shares exercise price Shares exercise price 

$ $ $ $ 

Outstanding at beginning of year 1,020,014 5.26 1,200,790 4.85 
Granted 20,186 14.75 

Exercised (65,200) Sg (180,776) 2.52 
Repurchased (132,220) 5.00 
Forfeited (17,778) 6.75 

Outstanding at end of year 825,002 5.67 1,020,014 5.26 

Options exercisable 
at end of year 600,774 5.14 641,230 4.59 


The following table summarizes information about stock options outstanding at December 31, 1999: 


OPTIONS GRANTED EXERCISABLE OPTIONS 
Weighted 

Range of Number outstanding at average remaining Weighted average Number exercisable at Weighted average 
exercise prices December 31, 1999 contractual life exercise price December 31, 1999 exercise price 
1.75$ - 4.94$ 166,400 2.2 years 2.62$ 166,400 2.62$ 
5.28$ - 9.25$ 638,416 6.7 years 6.18$ 430,337 6.02$ 
14.75$ 20,186 9 years 14.75$ 4,037 14.75$ 
825,002 5.9 years 5.67$ 600,774 5.14$ 


15) Transactions with Shareholders 


Approximately 62% (58% in 1998) of the Company's sales are to its merchant members who are also 
shareholders of the Company or its joint ventures. These transactions have been concluded in the normal 
course of business. 


16) Pension Plans 


The Company's pension plans are contributory defined benefit pension plans. An actuarial valuation was 
performed in 1997 in order to determine the present value of the accrued pension benefits based on employees’ 
and officers’ expected basic salary until retirement. 


The assets of the employees’ pension fund are valued at a market-related value. As at December 31, 
1999, the assets of this pension fund amount to $5,199 ($4,295 in 1998). The present value of accrued pen- 
sion benefits amounts to $4,523 ($3,788 in 1998). The actuarial surplus is $676 ($507 in 1998). 


The present value of accrued pension benefits for the supplementary plan is $1,457 ($1,294 in 1998). 
The Company has recorded an allowance of $1,133 ($907 in 1998) regarding this plan. The actuarial deficit 
is therefore $324 ($387 in 1998). 


17) Commitments 


The Company has entered into long-term lease agreements expiring at various dates until 2015 which 
call for lease payments of approximately $17,320 for the rental of buildings. Minimum lease payments for the 
next five years are approximately $4,364 in 2000, $2,762 in 2001, $2,330 in 2002, $1,657 in 2003 and 
$1,532 in 2004. Some of these lease agreements contain renewal options for additional periods of two to five 
years which the Company may exercise by giving prior notice. 


18) Contingency 


The U.S. joint venture guarantees a credit facility of a company over which it exercises significant influ- 
ence. This security by the joint venture represents $1,506 for the Company, 


19) Financial Instruments 


The fair value of merchant members’ trade accounts receivable, bank indebtedness, accounts payable 
and accrued liabilities, balance of purchase price and dividends payable approximates their carrying amount 
given that they will mature shortly. 


Substantially all advances and guarantee deposits result from transactions with merchant members. The 
fair value has not been determined because these transactions are conducted to maintain and develop mar- 
kets and do not necessarily reflect the terms and conditions that would be negotiated with third parties. 


The fair value of the Company’s long-term debt is determined by discounting future contractual cash 
flows using rates that represent those which the Company could currently use for loans with similar terms and 
conditions and maturity dates. The carrying amount is $6,265 ($3,248 in 1998) and there is no significant 
difference with the fair value. 


20) Uncertainty due to the Year 2000 Issue 


Most entities may experience the effects of the Year 2000 Issue which, if not addressed, could affect their 
ability to conduct normal business operations. 

Although the change in date has occurred, it is not possible to be certain that all aspects of the Year 2000 
Issue affecting the Company, including those related to the efforts of customers, suppliers or other third par- 
ties, will be fully resolved. 

In order to mitigate these risks, the Company has assessed the effects of the Year 2000 Issue and dey- 
eloped and implemented an action plan for its information systems and business relations with its customers 
and suppliers. 
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Board of Directors 


Jean-Louis Dulac ">? 
Chairman of the Board 
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M & M Nord Ouest Inc. 


Pierre Bourgeois ’ 

Vice Chairman of the Board 
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President 
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Pierre Bourgeois Inc. 


Pierre Desjardins * 
Chairman of the Board 

and Chief Executive Officer 
Total Containment Inc. 


Jean Guénette, c.a. 
Senior Vice-President 
Uni-Select Inc. 


Jacques Landreville ’ 
President and Chief Executive Officer 
Uni-Select Inc. 


Léo Leblanc * 
President 
Piéces d’Auto Leblanc Ltd 


Jacques Maltais 3? 
Corporate Director 


Hubert Marleau > * 
President 
Palos Capital Corp. 


Paulo Pépin ? 
Secretary-Treasury and General Manager 
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André Poirier, f.c.a. ? 

Partner, Poirier & Associés 
President 

Centre d’Auto Ile Perrot Inc. 


Me Jeanne Wojas ** 
Lawyer 
Director of corporations 


1. Member of the Executive Committee 
2. Member of the Audit Committee 
Member of the Human Resources Committee 
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Officers 


Jacques Landreville 
President and Chief Executive Officer 


Michel Maheux 


_ Executive Vice President 


Automotive Group - Canada 


Gary Kremer 
President - Uni-Select USA, Inc. 
Automotive Group — USA 


Pierre Vocelle 
Executive Vice President 
Heavy Duty Group 


Jean Guénette, c.a. 
Senior Vice President 


Richard G. Roy, c.a. 

Vice President, 
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Luc Archambault 
Vice President, M.LS. 


Florent Jacques 
Vice President 
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Robert Martin 
Vice President 
Corporate Development 


Russell D. Sturgeon 
Vice President 
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Martin Labrecque, c.m.a. 
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Vice President 
Legal Affairs and Secretary 


General Managers: 
Divisions 
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Brendan O’Brien: Western 


Information 
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HEAD OFFICE 
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Boucherville, Quebec 
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Telephone: (450) 641-2440 
Fax: (450) 449-4908 
Internet: www.uni-select.com 


Auditors 
Raymond Chabot 
Grant Thornton 


Legal Counsel 
McCarthy Tétrault 


Bankers 
National Bank of Canada 
Royal Bank of Canada 


Registrar and Transfert Agent 
General Trust of Canada 


Stock Exchange 
Symbol: UNS 
The Toronto Stock Exchange 


Annual Information Form 

A copy of the Annual Information Form as filed 
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available upon written request to the Secretary 
of the Company. 


Annual Meeting 

of shareholders: 

Thursday, May 4, 2000, at 11 a.m. 
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Duluth Room 
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Montreal, Quebec 


Allan Dero: Uni-Select Pacific Inc. 
Brian Little: Uni-Select USA, Inc. 
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